This study assesses the impact of tax reforms on Nigeria"s national income over the period, 1971 to 2014. Using a variety of growth indicators signifying tax reforms, our regression model specified growth rate of national income (proxied by GDP) as a function of growth rates in these indicators. Diagnostic tests (F-statistics, Adjusted R-Square and Durbin-Watson) were carried out to ascertain the robustness of the parameter estimates. We found that tax reforms significantly improved national income and economic growth during the period of study, especially growth rates of value added tax and personal income tax. Our results show that growth rate of personal income tax has a positive significant effect on the national income and economic growth, while that of value added tax has a negative significant effect on growth of national income. The growth components of company income tax and petroleum profit tax are positive but not statistically significant. On the other hand, reforms in custom and excise duties were found to yield negative and statistically non-significant effect. The leading conclusions from these findings are: (1) strategic tax reforms significantly influence the behaviour of national income and GDP; (2) tax policy significantly fosters the growth of national income; and (3) policy makers, especially Ministry of Finance and Federal Inland Revenue Service and their state counterparts, should give requisite attention to tax policy issues, in the light of their obvious implications on growth of the national income and economic development.
Introduction
Tax is one of the primary sources of public revenue to governments across the world. It is equally the oldest source of revenue as well as an important fiscal policy tool of most governments. From the days of petrodollars in the 1970s to late 2014 when crude oil prices crashed in the international markets, tax was a subordinate source of revenue for the Nigerian Government. Prior to military incursion into Nigerian governance in 1966 and the resulting Centralist Federal government followed by the Civil War, Nigeria operated a regionalist federalism. The context and content of regional federalism was predicated on fiscal federalism. The term "fiscal federalism" is a euphemism for fiscal decentralization. It connotes a decentralized system of government in which the scope and structure of the constitutional tiers or levels of government (Federal, State, and Local) , their associated establishments are clearly delineated and national resources shared accordingly to enable the three tiers to perform their respective constitutional accountabilities and functions. Nigeria"s constitutional negotiations were based on devolution of sovereignty to the regional governments, namely: Eastern region, Northern region, and Western region. Incidentally, these were the three dominant ethnic nationalities and languages in Nigeria before and after independence.
were later created across the three regions, they were not constitutionally disposed to function with the fiscal autonomy of the regions. In 1979, Nigeria witnessed a return to a constitutional Federalist presidential system from the spate of military interregnums that characterized the period, 1966-1979 . This time around, the Presidential Federalist structure created the Federal Capital Territory, Abuja. Further, the 1979 constitution recognized the States and local governments as constituting the second and third tiers of government within the federation.
Taxation started in the Northern part of Nigeria in the 1800s, long before the advent of the colonial administration. Then, the Emirs operated an efficient and organized system of taxation based on Islamic precepts. This framework facilitated the introduction of indirect rule in Nigeria by the British government during the colonial era. By 1904, various community taxes were consolidated under the Land Revenue Proclamation Law. In 1906, the community taxes were further consolidated under the Native Revenue Ordinance (Somorin, 2012) . After the amalgamation of the Northern and Southern Protectorates in 1914, there was a need for additional revenue by the British government to administer other parts of Nigeria. This quest for additional revenue necessitated the extension of the tax system to the Western and Eastern parts of the country. Thus, taxation, which had been in existence in the Northern Protectorate, took effect in the Western and Eastern parts of Nigeria in 1917 and 1928 , respectively (Odusola, 2006 . Over the decades since then, the Nigerian tax system has witnessed a series of reforms which were not necessarily informed or induced by the country"s level of economic activities. The trajectory of taxation has historically intrigued policy makers and researchers alike. The interest is on how taxation interaction effects play a pivotal role in the economy. Tax reform is a fiscal policy strategy designed to enhance tax administration. Essentially, it entails changing the way taxes are collected or managed by the government with a view to improving national income and gross domestic product, and providing economic and social benefits to the citizenry.
The empirical sustainability of this view is what this paper sets out to interrogate, given the fact that economic and political reforms which have worked well in other developing countries, such as Brazil, Ghana, India, Malaysia, and Mexico, have yielded abysmal results in Nigeria. The purpose of this study is to assess the impact of changes in Nigeria"s tax structure (proxied by tax reforms) on national income over the period 1971 -2014. Specifically, the study seeks to determine the nature of the impact of value added tax, personal income tax, company income tax, custom and excise duties, petroleum profit tax and total tax revenue on national income. The nature of the relationship among these variables is also examined.
The rest of the paper is structured as follows. Following this introduction is the literature review, in Section 2, which explores the episodes of tax reforms in Nigeria and other relevant literature on tax reforms, including the theoretical framework. Analytical framework and methodology of the study is sketched in Section 3. Section 4 discusses the econometric results and their implications on Nigeria economy. Section 5 concludes with recommendations and policy implications.
Literature Review
There is a large literature on the impact of taxation on the economic growth of a nation. Over fifty years ago, Kaldor (1964) espoused the importance of taxation, as a major source of government revenue, in accelerating economic development. In addition to being a major source of revenue for financing government"s socioeconomic development agenda, taxation, especially the progressive genre, enables government to distribute wealth more evenly among its citizenry as well as serves as automatic fiscal stabilizer to cushion the effects of economic cycles. Recently, other studies such as Brown (2002) , Padovano and Galli (2002) , Wang (2007) and Ogbonna and Appiah (2012) have highlighted the significant impact of taxation on national economic growth. For example, Padovano and Galli evaluated the robustness of the correlation between tax variables and growth by progressively including additional policy and control variables in the growth regression. Ogbonna and Appah (2012) had investigated the relationship between tax reforms and economic growth in Nigeria (proxied by GDP), using reforms on petroleum profit tax, company income tax, value added tax, personal income tax, education tax and customs and excise duties as explanatory or independent variables. They found in the main that tax reforms have a significant positive impact in the functioning of government and on national economic growth.
Whatever the prevailing political ideology or dispensation of any country, it must steadily expand the repertoire of non-revenue yielding services, such as education, health, infrastructure, and social security. Toye (1978) likened that the link between taxation and economic development to the link between a universal desire and a government action designed to be a means to an end. Research has shown that one of the most important policies on which most economists agree is that emerging nations must increasingly mobilize their own internal resources in the pursuit of economic development and growth (Wilford & Wilford, 1978) . To be sure, there is virtual ijef.ccsenet.org International Journal of Economics and Finance Vol. 8, No. 8; 2016 unanimity with the proposition that taxation is an indispensable internal source of revenue for a nation. Thus, an effective tax policy is one that is not only progressive but also ensures that every taxable citizen voluntarily pays their taxes as and when due. However, getting this policy right is both a desideratum and a challenge in Nigeria and the Sub-Saharan Africa (SSA) in general.
Progressive governments are continually evaluating and re-evaluating strategies of improving their public finances. Just as taxation is a leading source of public revenue for governments, so is tax reform an important strategy at the disposal of government. Tax reforms can be either progressive or retrogressive and dysfunctional. A progressive tax system is one that (a) is growth-oriented, (b) aggressively seeks to minimize the distortions of market signals by the tax system, and (c) promotes convergent expectations, serving in this way to attenuate uncertainties and obstacles to investment, innovation, entrepreneurship and other drivers of economic growth. Tax reforms may be designed to support GDP per capital growth which essentially entails shifting tax burden, or part thereof, from income to consumption and residential property and a greater role for environmental taxes and fees (OECD, 2010) . Over the past forty years, tax reform strategies have allowed policymakers (principally, Federal Ministry of Finance and Federal Inland Revenue Service and their States" counterparts) to implement a range of tax reforms.
Taxation has both positive and negative effects on economic growth. Tax policy can affect growth rate in the economy through the decisions of economic agents. An increase in taxation reduces investible funds. Lower returns mean less disposable income and less funds for growth. There is a virtual consensus that a well-designed tax policy has the potential to raise economic growth, but there are many stumbling blocks along the way and certainly no guarantee that all tax changes will improve economic performance. However, increased public expenditure, such as investment in infrastructure, public education, and health care, can enhance productivity. Taxation provides the means to finance these public expenditures which, in turn, contribute to an increase in economic growth and development. In other words, there exists a relationship between tax revenue and the level of economic growth and development. This is consistent with Musgrave"s (1969) hypothesis that the level of economic development has a strong impact on a country"s tax base, and tax policy objectives vary with the stages of development. Also, the economic criteria by which tax structure is to be judged and the relative importance of each tax source vary over time (Musgrave, 1969) . For instance, during the colonial era and immediately after Nigeria"s independence in 1960, the sole objective of taxation was to raise revenue. Later on, the emphasis shifted to the protection of infant industries and income redistribution (Ajakaiye & Odusola, 1996) .
Tax revenue has been a key source of instability in a country's budget (Ekeocha, Ekeocha, Malaolu, & Oduh, 2012) . Consequently, the development of a country's sources of revenue should consider certain properties of tax bases such as persistence, volatility, and sensitivity. Tax reform allows policymakers to continually improve administration of the tax system and ensure that the reforms progressively reflect changing circumstances in the economic, social and political life of the nation. Musgrave and Musgrave (2004) identify the beneficial effects of tax to include "micro effects on the distribution of income and efficiency of resource use as well as micro effect on the level of capacity output, employment, prices, and growth". Following economic theory, it is expected that any change in tax system or structure will affect consumption, investment, and savings (Jhingan, 1995) . The author further observes that economic variables such as investment, private consumption, and government consumption expenditure stimulate economic growth and growth in government income through taxation.
Over the years, successive Nigerian Governments have made attempts to transform and diversify the country"s revenue generation base. Since the emergence of petrodollars in 1973, crude oil has been Nigeria"s major revenue earner, including foreign exchange. Attempts -in the mid-1980s, 1991, 2003 , and the yearly amendments in the annual budget estimates -at diversifying the economy away from over-dependence on oil revenue to refocus more on non-oil sources have not yielded much impact, especially in its structure and administration. Oil was discovered in Nigeria in 1958, but it is the attendant flows of petrodollars from the early 1970s onwards that became a curse rather than a blessing to the country. Oil revenue became not only the mainstay of the three tiers of Government (Federal, State and Local) but also a scourge of life for both governments and oil-producing communities. Oil revenue euphemistically became "national cake" to be "shared" by Governments and their agencies. For example, in a literal sense, the monthly Federation Accounts Allocation Committee (FAAC) meetings between Federal and State governments are specifically for the sharing of federal revenue -qua oil revenue, or better still, national cake. Even the private sector, such as banks, rely heavily on oil revenue shared during these monthly FAAC meetings.
Oil revenue exacerbated the scourge of corruption and indolence in both the national and private lives of Nigeria"s elite political and economic class. The deliberate failure of the Nigerian leadership or inattention to diversify the economy and expand the country"s revenue base contributed in the main to make the country a ijef.ccsenet.org
International Journal of Economics and Finance Vol. 8, No. 8; 2016 victim of the curse of oil. In Nigeria"s context, this oil curse manifested in a plethora of moral hazards, of which the following are leading: indolence, official corruption, lack of accountability and transparency by Nigerian National Petroleum Corporation (NNPC), emergence of a rentier class, prebendalism, squandermania, and the alienation of the poor by the rich. While most countries afflicted by the curse of oil have found it difficult to escape from it, Nigeria"s scenario is exacerbated by the identified moral hazard problems. Despite the various reforms aimed at improving tax revenue generation, Nigeria has continued to experience unmitigated delinquency through widespread tax evasion and avoidance. That the prevailing delinquency in tax collection constitutes a major impediment to economic development and growth is hardly controvertible. Determined to resolve the contradictions in tax administration and tax compliance in Nigeria, the Federal Inland Revenue Service (FIRS) (2012) introduced the following three measures: (a) Tax Payment Identification Number (TIN) which became operational in February 2008; (b) Automated Tax System (ATS) which is used to track a taxpayer"s tax position and related issues; (c) the e-payment system (EPS) to enhance tax payment procedures (FIRS 2012) .
While governments -all governments -need lots of money to execute their mandates and while tax is regarded as a citizen"s obligation to the state, it is widely believed that the incentive for affirmative tax compliance is the citizen"s expectation in return of good governance and provision of social infrastructure (such as security, good ijef.ccsenet.org
International Journal of Economics and Finance Vol. 8, No. 8; 2016 roads, healthcare facilities, and other social amenities). It is the perennial failure of successive Nigerian governments, at all levels of governance, to provide good governance and efficient public services that mainly contributes to low tax compliance in Nigeria and many developing countries. An intriguing interpretation of Nigeria"s conundrum is that successive governments" inattention to taxation derives from undue dependence on oil revenues and the entrenched corrupt tendencies. This contrasts with the scenario in developed countries, where tax payment is as inescapable as death. However, with dwindling oil revenues from fallen oil prices, there seems to be a renewed interest in how taxation could become a fiscal "tour de force" in Nigeria"s revenue generation. The next section overviews the theoretical framework underpinning the relations between tax reforms and economic growth.
Analytical Framework and Methodology
Any theoretical formulation about taxation must be set against the backdrop of two main considerations. First, there is a universal consensus that all tiers of government (national, state and local) need lots of revenue to finance public-sector expenditures which must be raised from a variety of sources to anchor sustainable development goals, primarily economic development, social development and environmental protection. Second, the details of taxation are guided by two principles: ability to pay and expected benefit. Any tax reforms must be anchored on these two precepts. Against this backdrop, this study seeks to examine the longitudinal effect of various tax reforms on the economic growth of Nigeria from 1971to 2014, a period spanning over four decades. We concentrate on this period because it encompasses bouts of significant tax reforms over different national governance regimes: military interregnums and uninterrupted democratic dispensation (1999 to date). This longitudinal stretch provides an ample empirical observational base for assessment of the effect of economic growth variables such as tax reforms.
We present an econometric model which is informed by standard economic theory of both classical and Keynesian genres. The model is designed to capture the impact of various forms of tax on national income and draws from Ekeocha et al. (2012) and Kandil (2002 
Where: ∆ denotes change and ∝s" are coefficients of the respective tax bases.
To account for or capture the persistence and the dynamics of national income in the model, the one-period lag of GDP is introduced. Thus, equation (1) becomes:
The interpretative implication is this: if the estimated coefficient turns positive and statistically significant, it denotes positive impact on national income. If, on the other hand, the estimated coefficient is negative and statistically significant, it signifies negative impact on national income. From fiscal policy point of view, this consideration lends credence to the conclusion that tax reforms have positive effect on national income and GDP. Following the Keynesian model, increases in taxes are expected to lead to positive changes in the levels of key macroeconomic variables, such as GDP and national income, especially in developing countries. In the light of these considerations, the relationship between tax reforms and national income is usually examined from a long-term perspective. The Ordinary Least Square (OLS) method of estimation is used to analyse the time series data collected from Central Bank of Nigeria Statistical Bulletin between 1971 and 2014. As noted by Ezeabasili, Tsegba and Herbert (2012), the OLS is one of the most commonly used methods in econometric investigations involving large models.
Econometric Results and Discussion
The characteristics of the time series data used in the regression analysis are presented in Table 2 . The table reports the summary descriptive statistics as well as the Jarque-Bera (J-B) (1982, 1987) tests of each variable. The motivation for the J-B test is that the normal distribution of a set of variables (with any mean or variance) has a skewness coefficient of zero, and a kurtosis coefficient of three. That is, it has zero "excess kurtosis" (Giles, 2014) . If these two conditions are found to hold, then the null hypothesis of normality (H0: normality) is true and accepted as having decent power properties. In other words, the variables are good to go with. The variables are systematically distributed as supported by the descriptive statistics of the variables employed. The growth rate of ijef.ccsenet.org
International Journal of Economics and Finance Vol. 8, No. 8; 2016 GDP averaged 25.42, implying consistent growth in income over the study period. Similarly, the means of company income tax, personal income tax, value added tax, petroleum profit tax and custom and excise duties are positive. The mean values of all the variables are conspicuously different from their respective median values. This is an indication of high standard deviation as depicted in the table. The evidence of large variances of the variables is supported by the statistics of skewness and kurtosis. The growth rate of income and other employed variables are positively skewed, signifying relatively heavy-right tail. Similarly, all the employed variables are with excess kurtosis, suggesting higher peak than that of normal distribution (see Table 2 ). In order to determine whether the study variables are stationary series or unit roots, the variables were subjected to two types of unit roots. Non-stationary variables can yield spurious results in regression analysis. It is important to distinguish deterministic and stochastic trends because OLS regressions will show spurious relationships between time series with (deterministic or stochastic) trends (Hamilton, 1994) . The test employed is the Augmented Dickey-Fuller (ADF) unit root test (Note 2). It is an augmented version of the Dickey-Fuller test of larger and more complicated set of time series models. The ADF statistic, used in the test, is a negative number. The more negative it is, the stronger the rejection of the hypothesis that there is a unit root at some level of confidence (Ibid.). The result of the ADF test is presented in Table 3 . All the variables were stationary and found to be significant at the 5% level. The result of the regression analysis is presented in Table 4 . Growth rate of value added tax (GRVAT) and growth rate of personal income tax (GRPIT) were found to be significant in the model. Specifically, growth rate of value added tax has a negative significant effect on growth rate of income, while the growth rate of personal income tax has a positive significant effect. The negative coefficient of GRVAT (-0.32 ) is an indication of an inverse change in growth rate of income of about three-tenths of any change in growth rate of value added tax. On the other hand, the positive coefficient of GRPIT (0.77) implies a change in growth rate of income (output) of about four-fifths due to a change in growth rate of personal income tax. Similarly, the lag value of the growth rate of income was included in the model to assess the explanatory power of past growth rate of income (GRGDP (-1)) on the behaviour of present growth rate.
ijef.ccsenet.org
International Journal of Economics and Finance Vol. 8, No. 8; 2016 The GRGDP(-1) was found to have a significant and positive impact on the growth rate of income. Its coefficient value of 0.1 suggests one-tenth direct effect of its change on growth rate of income. The coefficients of growth rate of value added tax, personal income tax and lagged value of income growth were all statistically significant at 5% level. The coefficients of growth rate of company income tax and petroleum profit tax were positive but not statistically significant. Also the coefficient of custom and excise duties was negative but not statistically significant. With F-statistic of 112.06, the model was both statistically robust and significant at 5% level. The Adjusted R2 value of 0.94 indicates that 94% of the variations in growth rate of income are explained by the variables included in the model. The high value of the Durbin-Watson (DW) indicates that the model is free of first-order serial-correlation problem. Finally, the relatively low value of the standard error is an evidence of the goodness of fit of the equation. A schematic OLS tracking of the forecast growth rate of GDP versus the actual GDP growth over the period is presented in Figure 1 . The evidence of nil bias proportion in the graph is supported by the low variance proportion and low inequality coefficient. 
Summary and Recommendations
The impact of tax reforms on national economic growth has long been of interest in macroeconomics. However, the nature of this relationship or impact has remained a subject of empirical interest. In this paper, we investigated the long-run impact of various forms of taxation in Nigeria over a period of four decades, from 1971 to 2014. Specifically, the study investigated the nature of the impact of value added tax, personal income tax, company income tax, custom and excise duties and petroleum profit tax on national income in Nigeria. The model used in this study expressed the growth rate of national income as a function of growth rates of company income tax, personal income tax, value added tax, petroleum profit tax and custom and excise duties. These independent variables are the most critical and contentious forms of taxation in any country. A regression model was used to quantify the impact of growth in various forms of taxes on income growth in Nigeria. Diagnostic tests (F-statistics, Adjusted R-Square and Durbin-Watson) were carried out to ascertain the robustness of the parameter estimates.
The study found that growth rate of value added tax and growth rate of personal income tax have a positive significant impact on growth of national income. We also found that growth rate of value added tax has a negative significant effect on growth rate of income, while the growth rate of personal income tax has a positive significant effect on growth rate of income. The result also revealed that the past value of growth rate of income was significant and exerts positive impact on the growth rate of income. It is interesting to note that the coefficients of growth rate of company income tax and petroleum profit tax were positive in the model, but were not statistically significant. Also the coefficient of custom and excise duties was negative, but not statistically significant.
Based on the findings, the study makes the following recommendations. A leading fiscal policy need is for more attention to those taxes that seem insignificant in terms of contribution to national income. The economic properties of mild or low imposition of duty on imported goods can be fully established only after the adverse consequences of smuggling on government collectible revenue is assessed. Also, many tax reforms have been carried out in the past three decades, the outcome of which left much to be desired because some of the reforms were carried out on ad hoc basis. However, the reform of the early 90s had a meaningful impact on overall tax performance, as is evidently manifested in our findings. Consequently, this study suggests the consolidation and sustainability of the value added tax and personal income tax reforms.
The foregoing research findings have both microeconomic and macroeconomic implications. Tax policy has a significant influence on the behaviour of economic entities and the national income in Nigeria. Accordingly, tax policy is important in fostering the growth of national income in Nigeria. This consideration compels policy makers to give requisite attention to tax policy issues, especially in relation to associated reforms. Although not much of tax reform was achieved during the spate of military interregnums that characterized much of 1960 to 1999, there is still a widespread belief that political obstacles have continued to hinder progressive tax reforms since Nigeria"s return to democracy in 1999. Strong political actors in active collusion with economic elites continue to monopolise the political-economic space in defence of their economic interests. Not only is the incidence of tax avoidance and evasion rampant but is aided by the strong capacity of their businesses and interests to influence policy decisions in cross-sectoral areas.
